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Slli"'!1r..::..ry of K·• .jor and of ti\e Advisory Council on Social 

A. Cash Benefits 

1. Purnose and princinles. The earnings-related OPBDI progran should be preserved as the nation's primary means of providing economic 
security in the event of retirement, death, or disability. Future changes·in OASDI should conform to the fundamental principles of 
the program: U.."'li versal compulsory coverage, earnings-related 
benefits paid without a test of need, and contributions toward the cost of the program from covered workers and employers. 

2. Benefit structure--renlacement rates. The provisions of present law for computing average monthly earnings, on which benefits are based, and for adjusting the benefit table in the law to changes in prices may result over the long range in unintended, 
unpredictable variations in the level of benefits. The benefit 
structure should be revised to Inaintain the levels of benefits in relation to pre-retirement earnings levels that nmr prevail. 
Benefits for workers on rolls in the futtrre should be computed on the basis of a revised benefit formula using past 
earnings indexed to take account of changes during their working lives in the average earnings of all covered workers. As under present law, benefits for people on the rolls would continue to 
be increased as price levels increase. 

3. Retirement test. The provisions of the present retirement test should be modified so that beneficiaries who work can retain more 
of their benefits. Instead of reducing benefits by one dollar for 
every two dollars of earnings above the exempt arnoQnt of earnings, as under present lmr, one dollar of benefits should be 1-rithheld 
for every three dollars of earnings between the exempt amount and 
twice the exempt amou.."'lt, and one dollar for two dollars above that level. Also, the provision under vhich a full benefit may be paid for any month in which a beneficiary earns less than one-twelfth 
of the atmual exempt amount should be eliminated, except for the first year of entitlement to benefits. The test should be based 
on annual earnings.* 

* Latter proposal was included in the l!ovember 26, 197h, Presidential message on recommendations for reducing Federal outlays and is being 
resubmitted to the Congress with the 1976 Budget. 
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4. Treat:::1ent of men and ~,ramen. The requi!"ements for entitlement to 
dependents 1 and survivors' benefits that are nm.; applied to women 
should be applied to men, and benefits should be provided for 
fathers and divorced ~en as they are for mothers and divorced 
wo~en. At the same time, the law should be changed, effective 
prospectively, so that pensions based on one's work in employment 
not covered by social security will be subtracted from his social 
security dependents' benefits. Other provisions of the social 
security program whic:h are .the same for men and women but which 
are criticized because they appear to have different effects on 
men and women (or different effects based on marital status) should 
not be changed. 

5. Other reco~endations. 

a. Universal com~ulsory coverage. Although·social security 
coverage is nearly universal, the gaps in coverage that remain 
may result in unwarranted duplication of benefits. Social 
security coverage should be applicable to virtually all gainful 
emplo~ent. Ways should be developed to extend coverage to 
those areas of employment~ especially public employment, for 
which coordinated coverage under social security and existing 
staff-retirement systems would assure that total benefits are 
reasonably related to a worker's lifetime earnings and 
contributions. 

b. l·linimU!!l. benefit. Partly because o:f the gaps in social security 
coverage, the minimum benefit is frequently a "windfall" benefit 
to those, such as Federal retirees, who are already receiving 
a pension based on earnings in employment not covered by social 
security. .Alr;J.ost all workers 1-1ho have worked in social security 
employment with some regularity become entitled to higher than 
minim~~ social security benefits. The minim~ benefit in 
present law should be frozen at its level at t·he time the new 
benefit structure recommended under number 2 above goes into 
effect and the new system should not pay benefits exceeding 
100 percent of the indexed earnings on which the benefit is 
based. 

c • . Definition of disability. The definition of disability should 
be revised to provide reduced disability benefits for workers 
aged 55 or over who cannot qualify for benefits under present 
law but who are so disabled that they can no longer perform 
jobs for which they have considerable regular experience. 


























































































